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1 26 U.S.C. §9038(a).
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Biden for President, Inc. is the prifitipal cimpaign committee of Joseph R.
Biden, Jr., a candidate for the lﬁ?&l&ﬁratm Party’s nomination for the office of
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Findings and Recommendations (p. 4)

Net Outstanding, Campaign Obligations (Finding 1)
Receipt of Comtributions that Exceed Limits (Finding 2)
Prohibited In-Kind Contribution (Finding 3)
Stale-Dated Checks (Finding 4)

Disclosure of Disbursements (Finding 5)

Reporting of Debts and Obligatiens (Finding 5)

2 These monies represent general election contributions subsequently redesignated to the candidate’s

senate committee.
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Part 1
Background

Authority for Audit

This report is based on an audit of Biden for President, Inc. (BFP), undertaken by the Audit
Division of the Federal Election Commission (the Commission) as mandated by Section 9038(a)
of Title 26 of the United States Code. That section states “After each matching payment period,
the Commission shalil conduct a thorough examination and audit of the qualified campaign
expenses of every candidate and his authorized committees who rece1 fed [matchmg] payments
under section 9037.” Also, Section 9039(b) of the United States ae and Sectlon 9038. 1(a)(2)
of the Commisslon’s Regulations state that the Commlssuon m& duct other examinations and
audits froni tirne to tinre as it deems mraeessary. -

Scope of Audit ,
This audit examined: P :_
1. The receipt of excessive contributions and loans:=
2. The receipt of contributions from prohibited sources;
3. The receipt of transfers from other authorlzed comm“R}M

4. The disclosure of contributions and' q‘ﬁ rs received. €
5. The disclosure of disbursements, debts nda"ébl ations.
6. The recordkeepiirg process and comple ;?;%Lg; ord
7
8
9.
1

. The cermsisfoncy between reported figures' feE

. The cccuracy of the Staﬁ%g@ t,0f Net Ontsi'g%éhng Camﬁg‘ gh Obligations.
The campalgn s com 1ance ﬁtﬂ‘l spending lithitations. *

0. Other campaign op tL_ons necéséary to the révnew

Inventory qf Ci ____:mpai 1
The Audit stafﬁgou'fm‘é’lsy zonduc sg,‘ :
ﬂeldwo:ﬁa'gBFP records wg‘rér_natei’f’a}

effects of HLOGA was t establish new rules governing presidential non-commerclal travel after
September 14, 2007. Séétion 439(a)(c) of Title 2 of the United States Code was amended to
prohibit Senate and Presidential candidates, and their authorized committees, from spending
campaign funds for travel on non-commercial aircraft, unless they pay their pro-rata share of the
charter rate. The Commission intends to amend its current regulations to implement the new
law. However, in a press release dated September 24, 2007, the Commission Chairman indlcatod
that “uatil regulations are issued, the Commission would not pursuo a politicai commntittee if it
operates under a reasonable interpaetatioo of the statute, even if aur subsequent regulations reach
a different interpsetation.” Since the travel noted in Finding 3, Prohibited In-Kind Cnntribution,
ocourred before September 14, 2007, the new travel rutes were not applicable.



Part II
Overview of Campaign

Campaign Organization

Important Dates Biden for President, Inc.

e Date of Registration January 31, 2007

e _Eligibility Period ° December 3, 2007 — Janyafy,3, 2008

e Audit Coverage December 15, 200@"{1] 3032008 *
£,

Headquarters ;

Bank Information

e Bank Depositories

e Bank Accounts

Treasurer

e Treasurer When Audit Was Conducted

e Treasurer During Period Covered by Audm""“ ;

Management Information

o _Attended FEC Campaigr.Finance Seminar
e Used Commonly Availabl&*€agipai
Management Soﬂwaril’z::kage ok

e Who Handled Accotiting}Record g#epmg
Tasks and Other Day-to- 59"Qp._ "ﬁ

3 The period during which the candidate was eligible for matching funds began on the date of certification of his
matching fund eligibility and ended on the date the candidate announced his withdrawal from the campaign. See 11
CFR §9033.

4 Limited reviews of receipts and expenditures were performed after April 30, 2008, to determine whether the
candidate was eligible to receive additional matching funds.



Overview of Financial Activity

(Audited Amounts)
Cash on hand @ December 185, 2006 $0
o Contributions from Individuals $ 8,210,947°
o Contributions from Political Committees 166,045
o Transters from Affiliated Committees 1,900,000
o Loans Received 1 468,614
o Matching Funds Received 0857,189°
o __Offsets to Operating Expenditures g 270,611
o Other Receipts 12,650

Total Receipts

¥ s 125386,056

o Operating Expenditures

8 N $10,656525

o Loan Repayments

o Transfers to Other Authorized Committees

o Contribution Refunds

Total Disbursements

Cash on hand @ April 30, 2008

5 Approximately 33,000 contributions from more than 20,000 individuals.

¢ As of April 30, 2008, BFP had made 5 matching fund submissions totaling $2,016,725 of which $1,992,225 was
certified by the Commission; however, BFP had only received $857,189. As of June 30, 2009, BFP had submitted 9
requests totaling $2,070,557 of which $2,033,472 was certified and has been received, representing 10% of the
maximum entitlement ($21,025,000).

’ These monies represent general election contributions subsequently redesignated to the candidate’s senate
committee.



Part III
Summaries

Findings and Recommendations

Finding 1. Net Outstanding Campaign Obligations

The Audit staff’s review of BFP’s financial activity through September 30, 2009, and
estimated winding down costs indicatéd that the candidate did ng,ﬁéggive matching fund
payments in excess of his entitlement. (For more detail, see p:

Finding 2. Receipt of Contributions fhat Erd
The Audit staff’s review of contributions from individuals indicated<that BFP failed to
resolve a material number of excessive contributjgia&é. Based on a sam"ﬁ'%? _
contributions, the projected dollar value of theﬁl_i‘g%lsolved*gxcessive contnléiltl__i?g,ns in the
population is $106,216. In its response to the pré“l{i"ﬁjnaryé@"_dit report, BFP §ated it

would make a payment of $106,216 to the U.S. Treastieysatter Service of thé final audit
report.

In addition, the projected amount of exéﬁ?@?&&q&ibutio:mﬁ@h;ﬂére not resolved in a
timely manner is $1,092,899. In respon%;to ﬁé@ﬁfeligﬁnary afidit report
recommendation, BFP provided several dé%\!araﬁf%%@@gomributors and staff to
support that letters ha:_isgggfqﬁs;e@;to resolve €4Cessive contributians. No documentation

et

supporting these decldrations 0&e

tablishing that the actions were timely was included.

(For more detail, s€&q .

.._ghi ted

ted TniKigd’Contribution
mpaign travé‘]’ﬁ%gntiﬂed one flight by BFP on a private aircraft that was
Tegvest unrest ticted and non-discounted first-class commercial
SHbwever, the planigutilizediwas certified by the Federal Aviation Administration
giin a manner that requitred its use be paid at a charter rate. The difference
between whattBEP paid angﬁt. e charter rate resulied in the receipt of an in-kind
contribution af §8,§89 frc},‘fﬁ a corporation. In response to the preliminary audit report
recommendation, ﬁF%

Qgé_iﬁi'cated that it would make a payment to the U.S. Treasury after

service of the final au it report. (For more detail, see p. 15)

s
Finding 4. Stale-Dated Checks

The Audit staff identified stale-dated checks totaling $137,757 issued by BFP.
Subsequent to the exit conference, BFP made a payment to the U.S. Treasury for stale-
dated checks in the amount of $8,457 resulting in an unresolved balance of $129,300. In
response to the preliminary audit report recommendation, BFP provided documentation
which resolved $43,400 in stale-dated checks, leaving $85,900 unresolved. BFP
indicated that it would make a payment to the U.S. Treasury after service of the final
audit report. (For more detail, see p. 17)



Finding 5. Disclosure of Disbursements

The Audit staff identified 49 disbursements, totaling $3,779,976, that were not
adequately disalosed. Problams noted included incorrect or inadequate purpose as well
as incorrect addresses. Subsequent to the exit confereace, BFP filed amended reports that
materially corrected the disclosure of these disbursements. BFP’s response to the
preliminary audit report provided no additional comments relevant to this matter. (For
more detail, see p. 19)

Finding 6. Reporting of Debts and Obligatjons

The Audit staff identified debt totaling $870,296 that was not dis Closed on Schedules D
(Debts and Obligations) as required. Subsequent to the exit«Céhference, BFP filed
amended reports that raaterially catrected the disclosure gk t’hese%e ts. BFP’s response
to the preliminary audit report provided no addltlonal contments relevant to this matter.
(For more ¢éetail, see p. 20) S N

Summary of Amounts Pot’“""'-',-__-’ﬁ‘ly Owed
the U.S. Treasury <, @

¢ Finding 2 Receipt of Cont J}' $ 106,216
lelts

¢ Finding 3 26,889

o Finding 4 85,900

$ 219,005




Part IV
Findings and Recommendations

| Finding 1. Net Outstanding Campaign Obligations

Summary
The Audit staff’s review of BFP’s financial activity through September 30, 2009, and

estimated winding down costs indicated that the candidate did noffr .g;*?ive matching fund
paymonts in excess of his entitlement, ’

Legal Stundard i 1
A. Net Outstanding Campaign Obligations (NOQW{ithin lf%ix% after the
candidate’s date of ineligibility (see definition be!gfv%), the candidate mushsubmit a

oRs.” Thi@;tatement mfi"'?t-f ntain,
P B, 7

statement of “net outstanding campaign obligatiQ)
U2

among other things: B igha :
e The total of all committee assets including ¢ashsos ’ﬁﬁ“d’, amounts oWwed to the
committee and capital assets %sted at their fair market value;
The total of all outstanding obf%gtigns for qualifi€diéampaign expenses; and

¢ An estimate of necessary windidﬁf&@@m&qsts. 11 CEFRg 9034.5(a).

’?:E?hg:__ver of the following dates

occurs first: Pl iy &
e The day on wiiich the'catididate ceasegto be active in more than one state;
o The 30th ddy¥o} second can 'g%xrtive priary in which the candidate
; reent of the popular vote;
| 'té @Eg;i‘ééd, which is generally the day when the
idate for the general election; or

*gin car whose party does not make its selection at a national
¢ “convention, the last : %?I’ast national convention held by a major in
RN y jor p

thé".‘é@_lgndar year. BECFR*§§9032.6 and 9033.5.

thatis:

o Incurred 5';/ or on behalf of the candidate (or his or her campaign) during the
period beginning on the day the individual becomes a candidate and
continuing through the last day of the candidate’s eligibility under 11 CFR
§9033.5;

o Made in connection with the candidate’s campaign for nomination; and

o Not incurred or paid in violation of any federal law or the law of the state
where the expense was incurred or paid. 11 CFR §9032.9.

e An expense incurred for the purpose of determining whether an indlvidual should
become a candidate, if that individual subsequently becomes a candidate,

regardless of when that expense is paid. 11 CFR §9034.4.



e An expense associated with winding down the campaign and terminating political
activity. 11 CFR §9034.4(a)(3).

D. Value of Capital Assets. The fair market value of capital assets is 60% of the total
original eost of the assets when aequired, except that assets that ere received after the date
of ineligibility must be valued at their fair market value on the date reoeived. A
candidate may claim a lower fair market value for a capital asset by listing the asset on
the NOCO statement separately and demonstrating, through documentation, the lower
fair market value. 11 CFR §9034.5(c)(1).

E. Entitlement to Matching Payments after Date of Ineligibility»]f, on the date of
ineligibility (see above), a candidate has net outstanding campa?gn obllgatlons as defined
under 11 CFR §9034.5, that candidate may contircue to rageivéifiatching payments
provited that he or she still has net outstanding campaigi® Otigt

matching payments are made. 11 CFR §9034. l(b) .

Facts and Analysis ﬁgy
The Candidate’s date of mehglbnllty (Do) was .Fa{,ltlary 3, &&8 The Audifistaff
30,7 analyzed es’fk mated




Biden for President, Inc.
Statement of Net Outstanding Campaign Obligations
As of January 3, 2008
Prepared September 30, 2009

Assets

Primary Election Cash in Bank $ 403,900 [a]

General Election Cash in Bank 1,213,933 [b]

Accounts Receivable . 173,184

Capital Assets 938,774

Total Assets $1,829,791
Liabilities

Primary Election Accounts Payable e % B

General Election Accounts Payable S, 1,130,333 ¢

Winding Down Costs: &

Paid 1/4/08 — 9/30/09
Estimated Winding Down Costs (10/1/09 :5,,12/31/09)
Loan Payable at 1/3/08 :
Amounts Payable to U.S. Treasury for: o
Unresolved Excesaive Contributions (See Fmdnig 2) =
Prohibited In-Kind Contribution (See Finding 3)
Stale-Dated Checks (See F.mdmg‘? N

866,622  [c]
1,132,114

4,316,646

($2,486,855)

offset by equal ‘ nts in the I :lhty section. General Election Accounts Payable $1,130,333 plus $83,600 of the
amount listed as Dt@to the U.S. J[geasury for Stale-Dated Checks.

.
[c] The Audit staﬁ“% Ej%view BFP’s disclosure reports to compare actual figures with the estimates and
prepare adjustments acca*gﬁ ngly.




Shown below are adjustments for funds received after January 3, 2008, through
September 30, 2009, based on the most current financial information available at the
close of fieldwork:

Net Outstanding Campaign Obligations (Deficit) as of 1/3/08 ($2,486,855)

Private Contributions and Other Receipts Received 1/4/08 F 358,966

through 9/30/09

Matching Funds Received 1/4/08 through 9/30/09 2,033,472

Remaining Net Outstanding Campaign Obligations . ($94,417)°
(Deficit) S,

As presented above, BFP has not received matching fund pa,yl" ents in excess of its

entitlement. . {f Vﬂ%{é
Preliminary Audit Report Recommendat@n and Comilﬂ;g,__ee
Response ‘f ey

The Audit staff recommended that BFP demd’nstra_ ate.an adjhstmment(s) is reqmrﬁ to any
component of the NOCO statement or provide any%?&r goémnients it so degires. In
response to the preliminary audit report recommendatmn;gBFP prowded no adjustments

or comments on the NOCO statement‘él'*the Audlt staff Fi)nbl snon

wh

ok

| Finding 2. Receipt of Cant?‘ibuﬁ’i’ih"'-

Summary i : %

The Audit staff’s revr',_ f contmbutlons from'hdividuals indicated that BFP failed to

resolve a material numbet S5iv contrlbu%‘ons Based on a sample of

contributions;thesp ected% llar' ﬁlué Jtﬁé unresolved excessive contributions in the
s $la‘ ‘;.qj‘&i‘b n it$R Sponse to the preliminary audit report, BFP stated it

gtg the U.S. Treasury after service of the final audit
F

woulddm keapayment ii'~ 106,23

fepdﬂil'

\,_ &}ﬁ In response to the prellmmary audit report
recommendation, B: gP* ok fovided several declarations from contributors and staff to
support that letters had*been sent to resolve excessive contributions. No documentation
supporting these declarations or establishing that the actions were timely was included.

Legal Standard

A. Authorized Coramittee Limits. An authorized commitiee may not receive more
than a total of $2,300 per election from any cne person. 2 U.S.C. §441a(a)(1)(A), and (f);
11 CFR §§110.1(a) and (b) and 110.9.

8 Subsequent to date of ineligibility, BFP incurred and repaid a $161,500 loan. This has no effect on the
analysis and is not included in the above figures.
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B. Handling Contributions That Appear Excessive. If a committee receives a
contribution that appears lo be excessive, the committee must either:
o retarn the questiondble contritsution to the donor; or
e deposit the contribution into its federal acearent and kecp enaugh money on
accrant ta caver all potential refunds untii the legality of the cantribetion is
established. 11 CFR §103.3(b)(3) and (4).
The excessive postion may also be redesignated to another election or reattributed to
another contributor as explained below.

C. Redesignation of Excessive Contributions. The committee may ask the contributor
to redesignate the excess portion of the contribution for use in gg‘-i’g&th‘eraelection.
e The committee must, within 60 days of receipt of th%;ﬁ;?fggribution, obtain and
retein a signeti redesignation letter which infonng‘g%l}l% conttibutor that a refuad nf
the excessive partion may be requested; or  , W Gt

2| 4,
o refund the exeessive amount. 11 CFR §§1 _2-“—1’?53(33, 110.1(D) ﬁgﬁnd 103.3(b)(3).

>

Notwithstanding the above, when an authorized'plitical c‘b}a@mittee recei\?ggi%ﬂ-‘%xcessive
contribution from an individual or a non-multi-cahdi?ﬂgte eBtiimittee, the conji"iﬁittee may
presumptively redesignate the excessive portion to th&:géneral election if the

contribution: % S, 2
Is made before that candidate’sipfimary election; e, .
Is not designated in writing for a@gaﬁi‘%%ﬂ’aﬁgreoﬁon; &F
e Would be excessive if treated as s .ima{‘ﬁ_ﬁé?gp;gqn H(j:fm‘ftribution; and

e As redesignated, does not cause the'; fféyihutoi"‘%f&ceed any other contribution

ol8)
limit. fm : w

i

pii !
Also, the committggpﬁgx presu%ﬁ@tively rede%ate the excessive portion of a general
o .

election contributio %E;kgo theZprimary electigﬁ?i"f' the amount redesignated does not
n

exceed the corggmittee’s ﬁmg‘x néfg,'gbg‘g’%s?ﬁ) .

: i

The compitiittee is réf‘g’i{gﬁ%i to ngii.@g\ﬁthe contributor in writing of the redesignation within
60 dayi§iof the treasarer Sffeceipt SEHE contribution and must offer the contributor the

kg
e ! tead.jl-*"or this action to be valid, the committee must retain
i€ notices sent. Presumptive redesignations apply only within the same
election cycle befween the gommittee’s primary and general elections. 11 CFR

§110.1 (b)(S)(ii)(B@)f{%g?)f d (N(4)(i).

D. Reattribution ofExcessive Contributions. When an authorized committee receives
an excessive contribution, the committee may ask the contributor if the contribution was
intended to be a joint contribution from more than one person.
¢ The committee must, within 60 days of receipt of the contribution, obtain and
retain a reattribution letter signed by all contributors; or
o refund the excessive contribution. 11 CFR §§110.1(k)(3), 110.1(1)(3) and
103.3(b)(3).

option to'regeive a reﬁaid"-’.@_

Notwithstanding the abave, any excessive coniribution that was tnade on a written
instrument that is imprinted with the names of mare than one individual may be attributed
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among the individuals listed unless instructed otherwise by the contributor(s). The
committee must inform each vontributor:

e how tne contributionr was attributed; and

e the contribnter msy instead request n refund af the excessive amount. 11 CFR

§110.1(k)(3)ii)(B).

For this action to be valid, the committee must retain copies of the notices sent. 11 CFR

§110.1(1)(4)(ii).

E. General Election Contributions. If a candidate is not a candidate in the general
election, any contributions made for the general election shall bérefinded to the
contributors, redesignated in accordance with 11 CFR §§1184 (@(5) or 110.2(b)(5), or
reaitritath:d in accarrissice with 11 CFR §110.1(k)(3), as af '”ro?di’ﬁt_-g. 11 CFR

§102.9(¢)(3). N ‘%%3\

F. Sampling. In conducting an audit of contribygions, the Commissioryges generally
accepted statistical sampling techniques to quvafl'& by, the doHar value of relat qyﬁ’dit
findings. Apparent violations (sample errors) identified in@sample are use({i:"'t'o project
the total amount of violations. If a committee demoﬁis__@a €s that any apparent sample
errors are not errors, the Commissionigyill make a new Ei'ff@je,ction based on the reduced
number of errors in the sample. Withifij30:days of servicg’:-’&é; Ethe final audit report, the
commitiee must sutwnit a check to the nite "‘v%‘s Treasury Fé?siho totat emount of any
exesssive oantributions not n=funded, reatiributedofredeaignated in e timely manirer; ot

ributedyorTec
take any action required bya}&e Commiss{g@%@;ﬂ%’§ respﬁﬁ'ﬁ&ﬁample-based findings. 11
CFR §9038.1(f). %% @gﬁ S ) 4

)

e G
Facts and Analyats,. J ;@pﬁ"
The Audit staff’s sample-reyiewiof ogqgiial_)__ut_ipnﬁ from individuals indicated that BFP
received  sigiifitan numbegiof exc 'ﬁi&‘rﬁéﬂ@ﬁributions that either were unresolved or

were not;fsolved I, *f?ﬁmely ﬁi‘é})pﬂ. The projected dollar value of the unresolved
excessive contributit;%?ﬁﬁf e saﬁﬁg?mpulation was $106,016°. An additional error of
$200 was‘identified as th%f %sult ofjd*separate review of coniributions not incitided as part
of the samplgtpopulation. 'Sdmple ‘errors included:

o ChrcKi=Attribution; Tsue — The ezrors were for coatributlons from single account
holder chétks. Such contributions cannot be presumptively reattributed to

. SEpRh 25
another individuat.

e Other Credit Chrd - Attribution Issue - The documentation provided in support of
these contributions included credit card authorizations and, if available,
solicitation response devices. The excessive portion of the contribution was
reattributed to another individual without obtaining the signature of the second
individual acknowledging both the contribution and joint liability for the credit

card used to make the contribution.

® A Monetary Unit Sample was used with a 95% confidenca tevel. The estimate ia subject to a sampling
error of $91,693 for unresolved excessive contributions. For untimely resolved excessive contributions the
estimate is subject to a sampling error of $348,491.
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e Other Credit Card — Designation Issue - The documentation provided in support
of this contribution included a crodit card authorization and a solfcitation response
device. The response device was not adrquate to constitute s desigmetion of the
contribution to the general elaction and the cxceasive contribution was not
refundad.

¢ Online Credit Card — Designation Issue - Some of the contributions were received
through BFP’s internet website. The website did not provide sufficient natice to
the contributor to constitute an attribution of a portion of the contribution to
another person or to designate a portion of the contribution to the general election.
BFP’s online contribution screen stated it could “accept contributions from an
individual totaling up to $2,300 per election.” It did not; 'that an individual
could contribute $2,300 to the primary eleotion and g, %0 to the general election
or a total of $4,600 to hoth eltctions, and failed tg:@:"owdggam opportunity for the
contributor to designate a caatribrition for each?_el’i!%?inn. haddition, the online
contribution screen did not provide an opp:)?{fﬁtsy, or the contéibutor to attribute
a contribution to another individual. Acg:_.,q' ingly, it was not di @_nable whether

a contributor intended to contribute p@lﬁ?&ﬁhis or h‘épr,g:ontribution te;‘z@i eneral

election or attribute that contribution to aneg ey indjvidyal when thagsContribution

was made during the primary election period* gl

The Audit staff also identified exoessi "'{?gjmggibutions thai @%? resolved but not in a
timely manner, totaling $1,092,899. The,prejgdted dolitr valuglst such excessive
contributions in the sample population w’é*%Sl, 139381 gb_Ainti‘gnal errors totaling
$37,500 were identifiad a§'§§:&resu}t of a séparate review;oF contributions not inchided ss
part of the sample populdtiongAll of these é@g"éssive contributions were presumptively
designatad for the gej eral eleéﬁ_ti?h; however,"E‘FP did not provide copies of letters sent to
contributors as noﬁ% iéé_';tliQn for th'g election designation. However, BFP did provide the
Audit staff with letters ob - ingree gsiggatiomgg

i si of these general-designated contributions
to the CandidafgZsiSenate cay '

e ofmHiiee, Citizens for Biden (CFB). The letters
#hcd by tcg

pregﬁmﬁgc.redesignutio 1S

e %g¢onuib‘utions. Although these letters were not

spe;} ied in the Commission’s regulutions, tho Audit staff
considered4hese letters ta Bejan adequate, though untimely, substitute to support the
“genernl electf@h-i’ designa "n of these aontributinns for BFP.

s f{gr:t with the notice provision of presumptive redesignations. A
presumptive redesiggn‘_ﬁt‘lon does not require a written authorization from the contributor.
Rather, BFP may send a notice to the contributor of the redesignation and inform the
contributor of his or her option to request that the contribution be refunded. The Audit
staff concluded that the signed forms authorizing the redesignation of Presidential
contributions to the Senate election(s) also serve to put the costribator on notice that BFP
had presumed that the portion of the otherwise excessive Presidential primary election
contribuiion was redesignoted to the Presledeittial ponerul electinn. The contributions to
the Presidential pritnary electien, however, werc excessive until the Presidential general
to Senate redesignation forms were sent. Given that these tedesignation forms, serving as
the functional equivalent of the presumptive redesignation notices, were sent much later
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than 60 days after the excessive Presidential primary contributions, they are untimely as
to tho redesignations fror: the Presidential primary te the Presidential general election.

At the exit conference, the Audit staff provided BFP representatives with schedules of all
the errors for both the unresaived excessive contributiens and the untimely resolved
excessive contributians. A discussion ensued regarding the adequacy of letters used to
support redesignations of contributions to the general election.

On September 26, 2008, BFP submitted its response to the matters presented at the exit
conference. The response acknowledged that the untimely redesignation issue arises
from BFP’s inability to provide presumptive redesignation Ierteé‘%élﬂmugh confident
that such letters were timely sent, BFR staff was unable to locate the letters or evidence
that they were sent and belitve they were inadvectanty llost,w il iecation changed in
the spring of 2008. BFP further explained the letter wou dkhave e prepsmd usimg a
template an a BFP camputer that was subsequently wapgd clean” and Sold when ita
assets were liquidated following the Candldate s vsirthdrawal from the pres dential
campaign. e Ry

been sent: -
e BFP submitted a complete lib ',.J 2ol
contributions or missing contrlb :‘? fc

g, to

FIAl t

Review Procedures make referen p l-n{‘lffrl tive redesngnatlon and/or

reattribution lettets and templaies ‘ﬁ@ ﬁeﬁgnatmns and reattribntions

are provided. I ' %&contamed otfier eomphan%e letters sent for problemat...
contrlbutlongg d thos wequesting addjtional information. BFP nated that it is
unlikely that itsould send this array of% pliance letters and omit presumptive
redesxgnatlon an '61; {t{'lh}rut;_on lettersé”"n

ual prim "‘;y respé"nmblgf,r‘ sending the compliance letters, including

SQLVR xce??l contributions, had specific recollection that
presumptive red g‘ﬁ natxon@ér reattribution letters had been sent. However,
¥ @@dmdual is nQfy deced’ed; and, therefore, BFP is unable to obtain a signed
|damt BF P stat‘g}s nfirmed her recollections, and that shc was meticulous and

ol yrming her duties.

e BFP has n contdcting recipients of presumptive redestgnatlon ond/or
reattrlbutlofi’ié%éﬁ and although some do recollect receiving such a letter, ncae
have been ablé™o furnish a copy. Should any be located, copies will be forwarded
to the Audit staff. No such copies have been provided to the Audit staff.

e Finally, BFP concurred with the Audit staff’s position that those letters sent to
redesignate contributions to Citizens for Biden serve to demonstrate that BFP did
not fail to resolve a material number of excessive contrtbutions. According to
BFD, these letters reflected an understanding by the oontributor and BFI* that the
excessive portion had been properly resolved and expressed the denative intont of
the contributor.
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The Audit staff did not believe that BFP’s response was sufficient to document that
presu:nptive redesignation snd/or reattribution letters had been sent.

Preliminary Audit Report Recommendation
The Audit staff recommended BFP provide:

Documentation demonstrating that the unresolved excessive contributions
($106,216) were not excessive. Such documentation could have included
copies of timely negotiated refund checks or timely signed and dated
reatrribution/redesignation letters. Absent such documentation, the Audit staff
recommended that BFF make appropriate refunds to contributors or make a
payment of $106,216 to the U.S. Treasury and pro A:l e”evidence of such

action (copies of the front and back of negotiatedsefund checks). Should
documentation be presented thst demonstrated¢ny sﬁ%ﬁﬁpla exceptions were
not excessive contributions, it was neted that t 1e Audil would calcufate a
revised amount payable to the U.S. Tre ﬁﬁ&@l’ns revise “gmount or the
unrefunded portion thereof, would begayable w1thm 30 calé@ah: days of
service of the final audit report; an’dﬁf.

P

Documentation demonstrating that exceg’" by 3@’ Isnbutlons (81,0 899) were

e

timely reattributed and/or redesignated. Sdglidocumentation was to include
evidence that timely presumptlve reattributi '@egmdeS1gnatlon letters were
sent; copies of timely sngned‘“’”-‘? | dated reattnbﬂh;n/redesngnatlon letters; or,
any other doeumentation whlgh*mglwagfd a tlmelyfi‘eattnbutlon and/or
redasigmtiosnr was obtamed. BEP wa‘s,gm._. ed o prgwde any other comments
it felt were reie\_(a,g_t to this |ssu? 'i&* el

Committee Resﬁgpm to! elimi.n.:;\y Audit Report
In its response to th'“‘ﬁn‘é‘hmm %udnt report: \g@

ﬂ%audlt reportse®;

BFP provndedn ng q,ggum tion demonstratmg that the unresolved
SXGessivec ontribiitions ($706;236) were not excessive. Rather, BFP indicated
that it Wi ﬁliirg}ake aJ t;payments to the U.S. Treasury after service of the final

on relteratmg its earlier response to this issue.
PEclarations were  submitted from four contributors who reealled receiving a
pg nptive redg; Signation notice faom BFP. The response notes that aane of
these ﬁawlduanls retained a copy of the notice, because, unlike other “cure”
letters, r‘lﬁi’ tlﬁgn was required by the contributor unless he or she objected to
the redesxé‘natlon In addition, a declaration was submitted from a BFP staff
member who worked directly for the now deceased individual responsible for
managing BFP’s sending and retention of cure letters. His declaration states
at the direction of his now deceased supervisor he regularly sent presumgtive
designaation letters to contribitors who madc primary election contrfbutions in
excess of $2,300. The response eoncluded by acking the Commission to
accept its grantention that preswrtptive designation lettsrs were sent.

BFP providedy normat'
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Audit Staff’s Assessment of Committee Response

The response to the preliminary audit report reiterates points made in BFP’s response to
the exit conference and provides declaratians containing thr same information that was
provided in respense to the exit conference. No documentatian supporting these
declarations or establishing that the actions were timely was inclid=d. The Audit staff
does not believe the declarations meet the requirements of 11 CFR §110.1(1)(4)(ii) which
states that copies of all notices must be retained for presumptive reattributions and/or
redesignations to be valid.

l Finding 3. Prohibited In-Kind Contributi_g;

Summary Sy

The review of campaign travel identified one flight b ngFl';on ap L; te aircraft that was
reimbursed using the lowest unrestricted and non-di dis Zounted first-clds§’ twmmercnal
airfare. However, the plane utilized was certlﬁed,»by the Federal AvnatloneAdmmlstranon
and operated in a manner that required its usgbe** idatat larter rate. Th&@jsérence
between what BFP paid and the charter rate rcsul akéig thesr c‘alpt of an m-kt d
contribution of $26,889 from a corporation. In respo ORY o the preliminary audit report
recommendation, BFP indicated that at}would make a p&: :.;- gpt to the U.S. Treasury after
service of the final audit report. &

Legad Standard

Federal Aviation Admlr;‘istratggiﬁ‘,. [ der,$14 CFR part 121, 129, or 135 are governed
by the deﬁ »lt;ﬁl Ut ' ;%100 52(a) and (d). 11 CFR §100.93(a)(2).

it g_jibution defii t. iiSubscription, loan (except when made in accordance
e .R §§100. 72 an B,00. ra'dvance or deposit of money or anything of value
tperson for thegpurpose of influancing any election far Federal office is a
contribution. (g term any iing of value includes all in-kind contributions.

*arge for a service is the commercially reasonable rate that one
would expect to pay at the time the services were rendered.

The provision of services at a charge less than the usual and normal charge resuits in an
in-kind contribution. The value of such a contribution would be the difference between
the usual and normat charge for the services and the amount the political cormmittee was
billed and paid. 11 CFR §100.52(a) and (d).

D. Centributions by & Limited Linbility Company (LLC). An LLC not electing
treatment as corporation under federal tax law or having publicly-traded shares may meke
contributions to influence federal elections. Such a contribution will be considered as
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having been made from a partnership and governed by the rules pertaining to partnerships
and subject to a single election limit per candidate of $2,300. 11 CFR §110.1(li)(1) and
(8)(2) and (4).

Facts and Analysis

BFP reimbursed GEH Air Transportation, LLC (GEH) $7,911 for first-class airfare for
three people who made a roundtrip flight between New Hampshire and Towa in June
2007. This roundtrip flight was on a plane which was certified for commercial service by
the FAA under 14 CFR part 135 and documentation provided by BFP indicated the flight
took place under this part; and thus, it was not eligible for this magper of payment.

e
Payment for this flipht shanld have been made at a charter rat‘é‘“__’ hich refleeted the usual
and normal charges for services. Based on the charter ratgfa ‘fl’l ht time noted on
BFP’s internal documentation for this trip, BFP shotiid haye paid i34 800 ($6,000 charter
rate per hour x 5.8 hours). By failing to pay a chartefirate, BFP recei¥: d an in-kind

-
contribution of $26,889 (the $34,800 owed less th?' 7,911 paid) from G

for tax purposes as a partnersh|p, or I«f GEH did not ele- eatment as a either a

g

partmership would huve mado an exces§
(526,889 - $2,360).

Audlt staff prov:deda, P wi ‘a pportumtyéo obtain additional documentation from

GEH indicating th3 th'? light was not flown uﬁ‘derél4 CFR part 135 and therefore not

subject to the charter rate¥tThe £&Quized info rmgfion had not been obtained at the time of

the exit cor%‘erqrtc_ _ A= fﬂ

At the; ex.lt conference, i --2}‘ vided information regarding this item to BFP
ré’ﬁ twes The feprese tativ waere requested to provide documentation

the U.S. Trea‘s aty. The rep esentatlves agreed to review the matter and respond
accordmgly.

On September 26, 20,9%,BFP submitted its response. BFP representatives indicated that
they agreed with the'finding and would write a check for $26,889 to the U.S. Treasury.

Preliminary Audit Report Recommendation and Committee
Response

Although BFP’s response to the exit conference Indicated that it agreed with the Audit
staff andiysis, the Audit staff reccommended that BFP provide decumentation from GEH
which showed how GEH elected to be treated under Internal Revenue Service rules.
Also, if GEH was treated as a partnership for tax purposes, information should be
provided showing how the contribution should have been attributed to the various
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partners and that only those partners’ profits are decreased or losses are increased as a
result of the contribution. BFP was also offered the opportunity to preduee
documentation which:

e demonstrated a lower charter rate;
o estahlished a differant minimum flight time requirement; and/or,

e proved that she plane was not certified for commercial service by
the FAA at the time the flight occurred under 14 CFR parts 121,
129 or 135; and

af’ FP'make a payment of
saudit report, BFP indicated

Absent such a demonstration, the Audit staff reccommended
$26,889 to the U.S. Treasury. In response to the preliminax

Summary o

The Audit staff identified stale-dated checks totalmgi%. -3ﬂ~,757 issued by BFP.
Subsequent to the exit conference, BFP‘g}, ade a payment "’@e U.S. Treasury for stale-
dated checks in the amount of $8,457 2 ult gy ._=m an unresolif” balance of $129,300. In
response to the preliminary audit report 1 comm ion, BFPgprovided docurnentation
which resolved $43,400 in stalc-dated ohéks, ledViD $85,9,@0 unresolved. BFP
indicated that it would maﬂltg‘%i ayment tot %jeiﬁ' S. TreaSury after service of the final

audit report.

Commts§lon of its
outstéﬁdmg checks. Thé‘uommlttee*_".-

The Audit staff provided a schedule of the stale-dated checks to BFP representatives at
the exit conference. The representatives were requested to either provide evidence that
the checks are not outstanding or make a payment to the U.S. Treasury for tle amount of
the stale-dated checks. They agreed to review the schedule to determine whether they
agreed with the list and respond accordingly.

Subsequertt to the cxit conference, BFP anbmitted a check for $8,457 to the U.S. Treasury
for the stale-dated checks issued during 2007. The remaining stale-dated checks
($129,300), were all refunds of contributians to contributors issued during 2008. BFP
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indicated that when it was able to determine the status of these refunds, a final payment
would be made to the U.S. Treasury for the amount of these checks that had not cleared
and for whioh an obligation still exists.

Preliminary Audit Report Recommendation and Committee
Response
The Audit staff reccommended that BFP provide evidence that:

e The checks or a reissued check were not outstanding. Such evidence was to
include copies of the front and back of the negotiated checks along with bank
statements; or

e The outstanding checks had been voided by prowdmg < ples the voided check
with evidence that no obligation existed. i,

Absent such evidence, the Audit staff recommended
$129,300 to the U.S. Treasury. T

In response to the preliminary audit report, BEE ovided 'fiqcumentatlon stppofting that
stale-dated checks totaling $48,400 had been resoh(g"ﬁ citherby issuance off
replacement check (which had been negotiated), or by contnbutor s authorization to
transfer the funds to Citizens for Blde a”ind/or Unite Our ‘5_; . BFP’s response also

Audit Staff’s Assessmant of Com ‘_glit i _"gifn_espons
The Audit staff verified that_s,tale -dated cheeks-t"’oytaln glgih i
follows: %

o $20, 700"

[ ]
. $5 600 was resolv"-' _

ut y h %Audlt steﬁ‘ These checks were not included in the
&Sito am\‘z’éf‘?;the $129,300.

1 Citizens for Biden was the Candidate’s Senate campaign committee and Unite Our States was the
Candidate’s Leadership PAC.

' BFP submitted redesignation letters from contributors authorizing these transfers to Citizens for Biden
(CFB). However, based upon previous schedules provided by BFP, $11,900 of this amount did not appear
to have been included in the actual transfer of funds. Therefore, $11,900 is included on the Statement of
Net Outstanding Campaign Obligations as an account payable.
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| Finding 5. Disclosure of Disbursements

Summary

The Audit staff identified 49 disbursements, totaling $3,779,976, that were not
adequately disclcsed. Preblems noted included incorrect or inadequate purpose as well

as incorrect addresses. Subsequent to the exit conference, BFP filed amended reports that
materially corrected the disclosure of these disbursements. BFP’s response to the
preliminary audit report provided no additional comments relevant to this matter.

Legal Standard 3
A. Reporting Operating Expenditures. When operating ex e;t&nturé‘s to the same
person exceed $200 in an election cycle, the committee musGepart the:

A" g
e  Amount; o,
e Date when the expenditures were made; i “‘fz{},\
e Name and address of the payee; and ﬂeﬁ gi\,

Purpose (a brief descripticn of why the iSbu sement was made—s‘@gabelow) 2
U.S.C. §434(b)(5)(A) and 11 CFR §10 3@3(4)(1)

B. Examples of Purpose. | o
e Adequate Descriptions. Examplési '_«?adgquate desc -,' of “purpose” include
the following: dinner expenses, J’?ne ia sglar pollmg,*t‘gg"s el, party fees, phone
banks, travel expenses, travel expéh se reifm 7 E»‘?é_mgn;, catering costs, loan
repayment, or conu‘gustlon refund. ?‘.l:;éFR §1i)4€ 2'?'b)(4)(1)(A)
e Inadequate Deg nptl nszThe followt deserlptlons do not meet the requirement

for reportingX¢purpose”: ?

‘advance, election day expenses, other expenses, expense
renmbursemcnt‘w‘mlsllﬁleous, outside Services, get-out-the-vote, and voter
i, N Y

d disb(‘f‘f»jé%‘fﬁ‘énts, totaling $3,779,976, that wers not
adequatel¥; :sclosed. Fordpproximately half of these disbursements to its media vendor,
the purpose WMncorrect rinadequately disclosed. For the remaining disbursements to
its credit card veﬁ‘dor the aﬁgress of the credit card vendor was incorrectly disclosed.
When questloned”i%FP representatives responded that the person who had been primarily
responsible for data %ﬁ”}*" had been dismissed for poor data entry and reporting.

At the exit conference, BFP representatives were provided a schedule detailing these
items. The representatives were requested to file amended Schedules B to correct the
disclosure of these transactions. They agreed to comply with the recornmendation.

Subsequent to the exit conference, BFP filed amended reports that materially corrected
the disclesure of the disbursements noted above.
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Preliminary Audit Report Recommendation and Committee
Response

The Audit staff reccommended that BFP provide any additional comments it felt were
relevant ta this matter. BFP provided no additional comments.

l Finding 6. R;egortinJg of Debts and Obligations

Summary

The Audit staff identified debt totaling $870,296 that was not dlsefeged on Schedules D
(Debts and Obligations) as required. Subsequent to the exit ¢ ﬁerenc'e BFP filed
amended reports that materially corrected the disclosure of, 4 €se: lebts. BFP’s response
to the preliminary audit report provided no additinna con mdns‘reilﬂg\vant te this matter.

i

Legal Standard * X, .
A. Continuous Reporting Required. A polltlcal commn;tee must dlsclogq. he amount
and nature of outstanding debts and obllgatlon y,l,hthose'ﬂebts are extmgu'i“"‘hed 2

U.S.C. §434(b)(8) and 11 CFR §§104.3(d) and 104@&1@ >,

B. Separate Schedules. A pelitical ‘eer;lmlttee must ﬁ siseparate schedules for debts
owed by the committee and debts owe"d‘g;@thq commutee,ctS gﬁthchIth a statement
explaining the circumstances and conditig nis4 u%,p. vhich eac t and obligation was
incurred or extinguishetl. 11 CFR §104.1(a). A<f®, &

C. Itemizing Debts and"@ﬁ gggns
o A debtof $50 Gl}pr less m“%t be reportéd once it has been outstanding 60 days from
the date mcurredk(the da j ‘of the transac‘;wn), the commiittee reports it on the next

regularly schedul"‘d’ i
e A debt' L ng $5@0,«, ust béiﬂlghlésed in the report that covers the date on
#ich the a 'i%%s incligled. 11 CFR §104.11(b).

ﬁd Analysis iy
The Audit staff identified deBts totalmg $870,296 that were not disclosed an Schedules
D. These debf&consnsted oﬁune transactlons to two vendors, alt of which were more
than $500. The debgs werevfyplcally incurred during the middle of the month and paid in
full the subsequent'n 'n'th However, BFP did not disclose them as debts in the report
covering the date on ﬁhlch the debt was incurred.

‘é

At the exit conference, BFP representatives were provided a schedule detailing these
items. The representatives were requested to amend the reports to correct the disclosure
of these transactions. They agreed to comply with the recommendation.

Subsequent to the exit conference, BFP filed amended reports that materially corrected
the disclosure of the debts noted above.



Preliminary Audit Report Recommendation and Committee
Response

The Audit staff recommended that BFP provide any additional comments it felt were
relevant to this matter. BFP provided no additional comments.
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